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Summary 

Approximately 64 1 ,000 children spend some time in foster care each year. Most enter care 
because they have experienced neglect or abuse by their parents. Between 35% and 60% of 
children entering foster care have at least one chronic or acute physical health condition that 
needs treatment. As many as one-half to three-fourths show behavioral or social competency 
problems that may warrant mental health services. A national survey of children adopted from 
foster care found that 54% had special health care needs. Research on youth who aged out of 
foster care shows these young adults are more likely than their peers to report having a health 
condition that limits their daily activities and to participate in psychological and substance abuse 
counseling. 

The Social Security Act addresses some of the health care needs of children in, or formerly in, 
foster care through provisions in the titles pertaining to child welfare (Titles 1V-B and 1V-E) and 
to the Medicaid program (Title XIX). Under child welfare law, state child welfare agencies are 
required to have a written plan for each child in foster care that includes, among other items, the 
child’s regularly reviewed and updated health-related records. In addition, state child welfare 
agencies, in cooperation with state Medicaid agencies, must develop a strategy that addresses the 
health care needs of each child in foster care. Upon aging out of foster care, youth must receive 
from the state child welfare agency a copy of their health record and information about health 
insurance options and designating other individuals to make health care decisions on their behalf 
if they are unable to do so on their own. 

States are not permitted to use federal child welfare program funds to pay medical expenses of 
children in care or those who left foster care due to their age or placement in a new permanent 
family. However, states can (and do) receive federal support through Medicaid to pay a part of the 
medical expenses, including well-child visits, dental care, and other services for many of these 
children and youth. In FY2010, the most recent year for which these data were available from all 
states, Medicaid agencies reported spending $5,754 billion to provide services to foster care 
children. Most of this Medicaid services spending was provided on a fee-for-services basis (82%) 
with the remainder provided through managed care arrangements. 

Most children in foster care are eligible for Medicaid under mandatory eligibility pathways, 
meaning that states must provide coverage because these children receive assistance under the 
Title IV-E program, or, because they meet other eligibility criteria such as low income, or receipt 
of Supplemental Security Income (SSI). Children in foster care who are not eligible under 
mandatory pathways generally qualify for Medicaid because the state has implemented one or 
more optional eligibility categories allowing coverage. Further, children who leave foster care for 
legal guardianship and nearly all children with state-defined “special needs” who leave foster care 
for adoption retain mandatory eligibility for Medicaid provided they receive Title IV-E assistance. 
Additionally, special needs adoptees who receive state -funded support may also be eligible under 
an optional Medicaid eligibility pathway specifically for them. 

Separately, as of January 1, 2014, states are required to continue Medicaid coverage to youth who 
age out of foster care on their 1 8 th (or later) birthday. This Medicaid coverage was added to the 
law by the Patient Protection and Affordable Care Act (ACA, PL. 111-148, as amended), must be 
available until the youth reaches age 26, and unlike most Medicaid pathways must be provided 
without regard to the youth’s income and assets. This new pathway for youth who age out of care 
without return to their parents or placement with a new permanent family parallels another ACA 
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requirement that directs health insurance companies to continue coverage of children up to age 26 
who are enrolled in their parents’ private health care plans. Additionally, under a separate eligibility 
pathway states continue to have the option of providing Medicaid to youth aging out of foster care 
(up to the age of 21). Under this optional pathway, and unlike the newer mandatory pathway, a youth 
does not need to have received Medicaid while in foster care to be eligible for the coverage. 

Effective January 1 , 2014, the ACA established the Modified Adjusted Gross Income (MAGI) 
income counting rule. MAGI draws on federal income tax rules (with certain revisions defined in 
Medicaid law and regulation) to establish uniform standards for what income to include or 
disregard in determining Medicaid eligibility for most non-elderly and non-disabled people. In 
transitioning to the new MAGI income counting rule, states were required to establish income 
eligibility thresholds no less than the effective income eligibility levels that were applicable in the 
state on the date of enactment of the ACA (i.e., March 23, 2010). In addition to this transition 
policy, several additional protections ensure that children in, or formerly in, foster care retain 
eligibility under the new counting rules. 

The ACA made additional changes to assist adults in obtaining private health insurance, and 
young adults leaving foster care may benefit from these changes. The ACA may also include new 
opportunities for providing health insurance to child welfare-involved children and their families, 
such as those children in foster care who are vulnerable to losing Medicaid upon returning home. 
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Introduction 

Children who are placed in foster care are at a higher risk of having a medical, social, or 
behavioral disability than children in the general population. The abuse or neglect most 
experience before entering foster care can create physical and mental health issues, and the 
trauma of being removed from their parents may also incline children in foster care to social or 
behavioral health concerns. 1 The Social Security Act addresses some of the health care needs of 
children in foster care — through provisions in titles pertaining to child welfare (Titles 1V-B and 
1V-E) and those in the title pertaining to the Medicaid program (Title XIX). Federal child welfare 
policy expects state child welfare agencies to maintain health care records of children in foster 
care and to develop a strategy that addresses the health care needs of each child. States must 
provide Medicaid coverage to children who are eligible for the Title 1V-E federal foster care 
program or, if applicable, eligible through other Medicaid eligibility pathways. 

Effective January 1, 2014, the Patient Protection and Affordable Care Act (ACA, PL. 111-148, as 
amended) created a new mandatory Medicaid pathway for young adults up to age 26 if they were 
in foster care at age 1 8 and were receiving Medicaid. This new mandatory coverage category for 
youth aging out of foster care is distinct from the ACA Medicaid expansion requirements in 
Section 2001 of the ACA that are related to coverage for most non-elderly adults with annual 
incomes below 133% of the federal poverty level. 2 For that group, the U.S. Supreme Court’s 2012 
decision in National Federation of Independent Business (NFIB) v. Sebelius 3 effectively made 
state participation in ACA Medicaid expansion voluntary. 4 However, the Supreme Court’s 
decision leaves enforcement of other provisions of the ACA intact, including the new coverage 
group created by the ACA for youth aging out of foster care. Accordingly, all states were expected 
to comply with the new mandatory coverage category for youth who have aged out of foster care 
as of January 1, 2014. The ACAmade additional changes outside of Medicaid to assist adults in 
obtaining private health insurance, which may benefit young adults who age out of foster care and 
families who are served by child welfare agencies. 

This report begins with a discussion of major findings. It then briefly describes the foster care 
population and their unique health-related issues. Next is an overview of the federal programs and 
policies in three areas — child welfare, Medicaid, and private health insurance — that directly or 
indirectly address some of the health care needs of such children and young adults. Appendix A 
discusses selected research on the health care needs of children in foster care and those who leave 



1 U.S. Department of Health and Human Services (HHS), Administration for Children and Families (ACF), Office of 
Planning, Research and Evaluation, National Survey of Child and Adolescent Well-Being (NSCAW), Estimates of 
Supplemental Security Income Eligibility in Out-of-home Placements, Research Brief No. 12 (undated). 

2 Section 2001 of ACA contains requirements related to the Medicaid expansion group discussed by the U.S. Supreme 
Court in NFIB v. Sebelius. Section 2004, as amended by Section 10201 of ACA, contains requirements related to 
Medicaid coverage for youth who age out of foster care. 

3 567 U.S. (2012), available at http://www.supremecourt.gOv/opinions/l 1 pdf/ 1 l-393c3a2.pdf. 

4 Under NFIB v. Sebelius decision, the federal government cannot terminate current federal Medicaid matching funds if 
a state refuses to implement the Medicaid expansion group as required by Section 2001 of ACA. The Court ruled in 
that case that states must have a genuine choice to accept or reject the new ACA expansion funds and requirements that 
come with those funds. Therefore, a state’s choice whether or not to cover the Section 2001 ACA Medicaid expansion 
group cannot be tied to the loss of all Medicaid funding. See also CRS Legal Sidebars, Health and Medicine, 
“Conditioning Federal Grants after NFIB v. Sebelius: Carrots, Sticks, and a New Program ,” posted July 3, 2012, by 
Kathleen S. Swendiman and “To Be or Not to Be a ‘New Program?’ What Does NFIB v. Sebelius Mean for 
Implementation of the Medicaid Expansion Provision?,” posted July 7, 2010, by Kathleen S. Swendiman. 
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foster care due to age or placement in a permanent adoptive family. Appendix B shows Medicaid 
services spending, in selected years, for “foster care” children (as that group is defined in 
Medicaid eligibility and claims data). Appendix C summarizes the major mandatory and optional 
Medicaid eligibility pathways for current and former foster children. 



Children and Families Currently or Previously Involved With 

Child Welfare 

This report refers to four distinct populations of children and families who receive (or 

previously received) services or assistance from the state child welfare agency: 

• Children who have been removed from their homes due to abuse and neglect, or 
because their parents are unable to care for them. These children are under the care 
and supervision of the state and are placed in a foster care home, group home, or other 
setting. This report also touches on the health care needs of the parents of these 
children. 

• Children who leave foster care for placement with a new permanent family via adoption 
or guardianship. 

• Young adults who have reached the state age of majority and were formally discharged 
from foster care. For the purposes of this report, this category includes those young 
adults who are under the age of 26. 

• Children who come into contact with child protective services, but are not removed to 
foster care, and their parents. 



Major Findings 

• Approximately 35% to 60% of children placed in foster care have at least one 
chronic or acute physical health condition that needs treatment, including growth 
failure, asthma, obesity, vision impairment, hearing loss, neurological problems, 
sexually transmitted diseases, and complex chronic illnesses. As many as one-half 
to three-fourths show behavioral or social competency problems that may warrant 
mental health services. Studies indicate that many health and mental health care 
issues persist and that — relative to their peers in the general population — children 
who leave foster care for adoption and those who age out of care continue to have 
greater health care needs. (For more information, see “Health Care Needs of 
Children in Foster Care” and Appendix A.) 

• Federal child welfare policy includes health-related provisions. For example, 
child welfare agencies must ensure that the health care records of children in 
foster care are periodically reviewed and updated. In addition, states must 
develop a strategy that addresses the health care needs of each child in foster care 
including, among other things, health care screenings and oversight of 
prescription medicines. States must also ensure that young people aging out of 
foster care are provided a copy of their health records, and information about 
health insurance options and designating other individuals to make health care 
decisions on their behalf in the event that they are unable to do so. (For more 
information, see “Child Welfare Policies Addressing the Health Care Needs of 
Children in Foster Care and Those Aging Out of Foster Care.”) 

• Federal child welfare law requires cooperation between state child welfare and 
Medicaid agencies to ensure that the health needs of children in foster care are 
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properly identified and treated. Given the distinct roles played by the child welfare 
and Medicaid agencies, understanding precisely what cooperation means and how it 
should occur remains a question. To date, federal guidance on this matter has 
primarily focused on monitoring psychotropic medication use and improving access 
to psychosocial mental or behavioral health screening and services. (For more 
information, see “Child Welfare Policies Addressing the Health Care Needs of 
Children in Foster Care and Those Aging Out of Foster Care.”) 

• State child welfare and state Medicaid agencies refer to different, albeit 
overlapping, populations when describing who is in foster care. For child welfare 
agencies, children in foster care include all those under the state agency’s care 
and placement responsibility (on a round-the-clock basis) without regard to 
whether they are eligible for Title 1V-E foster care assistance. By contrast, the 
state Medicaid agency principally counts as a “foster care” child any individual 
eligible for Title 1V-E assistance (whether foster care maintenance payments, 
adoption assistance, or kinship guardianship assistance). For policy makers and 
researchers this difference in who is counted as being in foster care makes it 
difficult to understand the type and level of Medicaid services provided to 
children currently living in foster care versus those who have left foster care for 
new permanent homes. The difference in meaning of the same term may also 
introduce challenges for administrators seeking to work across agencies to ensure 
access to appropriate services for children in foster care. (For more information, 
see “Varying Definitions of Children in Foster Care.”) 

• Analysis of state-reported Medicaid claims shows that fee-for-service remains the 
most common form of payment arrangement for Medicaid services provided for 
“foster care” children. However, there has been strong growth in the use of 
managed care arrangements to provide Medicaid services to “foster care” 
children (as described by the Medicaid agency). The share of Medicaid services 
spending provided through managed care arrangements increased from a little 
more than 5% of total Medicaid services spending for “foster care” children in 
FY2001 to close to 18% in FY2010. Among Medicaid services provided on a fee- 
for service basis, spending on “prescribed drugs” generally grew from FY2001 
through FY2008 but appears to have leveled off since that time. Several other 
fee-for-service categories have been consistently important for Medicaid “foster 
care” children across the FY2001-FY2010 time period. These are “other services” 
(which includes support for certain home and community based waiver services 
and other items), “clinic services,” “inpatient mental health facilities,” “inpatient 
hospital services,” and “rehabilitative services.” (For more information, see “CRS 
Analysis of Medicaid Spending For Foster Care Children.”) 

• As of January 1, 2014, the modified adjusted gross income (MAGI) rule is used 
in determining eligibility for most of Medicaid’s non-elderly and non-disabled 
populations. In transitioning to MAGI, the ACA directed states to establish 
income eligibility thresholds for children that are not lower than the effective 
income eligibility levels that were applicable in the state on the date of enactment 
of the ACA. Several policies work to ensure that children who would have been 
eligible prior to the ACA, including those in foster care or those who left foster 
care for adoption, legal guardianship, or via aging out, do not lose access to 
Medicaid. (For more information, see “ACA Income Counting Rule, Protections 
for Children, and Exemptions.”) 
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• The ACA created a new mandatory Medicaid pathway (beginning January 1, 
2014) for young adults up to age 26 if they were in foster care at age 18 and were 
receiving Medicaid. Unlike most Medicaid eligibility pathways, eligibility for 
former foster youth who aged out of care must be provided without regard to the 
youths’ income and assets. In addition, states may not require mandatory 
enrollment in Medicaid alternative benefit plans for these individuals, but former 
foster care youth may be subject to premiums and cost-sharing. Proposed 
regulations interpret the law to mean that a youth must be enrolled in Medicaid at 
the time he or she ages out of foster care (as opposed to at any time while the 
child was in foster care). In addition, proposed regulations and subsequent 
guidance do not require states to cover eligible foster youth who aged out of care 
in another state, but permit states to do so. Final regulations on these issues are 
pending. (For more information see, “Young Adults Who Were Formerly in 
Foster Care” and “Implementing the New Eligibility Pathway.”) 

• As of January 1, 2014, the ACA requires states to extend Medicaid coverage to 
certain non-elderly adults with annual income up to 133% of the federal poverty 
level (i.e., the ACA Medicaid expansion group). Flowever, in June 2012 the U.S. 
Supreme Court held in NFIB vs. Sebelius that the federal government cannot 
terminate current Medicaid federal matching funds if a state refuses to expand its 
Medicaid program to include the ACA Medicaid expansion group. The Supreme 
Court’s ruling effectively allows states to choose whether or not to provide 
Medicaid coverage to this new eligibility group. As of August 2014, a total of 27 
states and the District of Columbia have chosen to do this. More states may 
choose to do so at any time. In states that elect to include the ACA Medicaid 
expansion group in their Medicaid state plans, the expansion may enable more 
family members with children in foster care — or otherwise involved with child 
welfare — to qualify for Medicaid. (For more information, see “Eligibility” and 
“Possible Coverage for Child Welfare-Involved Families.”) 

• The ACA made additional changes outside of Medicaid to assist childless adults 
and children and their families (e.g., children in foster care who are vulnerable to 
losing Medicaid upon returning home) in obtaining and maintaining Medicaid 
eligibility, and in obtaining private health insurance. The ACA includes private 
health insurance reforms that prohibit insurance industry practices such as 
denying health insurance based on health factors and excluding coverage for 
preexisting health conditions. These and other provisions are designed to provide 
protection to potentially vulnerable groups with a high prevalence of preexisting 
conditions, which could include youth previously in foster care. (For more 
information, see “Selected Private Elealth Insurance Reforms under the ACA.”) 

• The ACA also requires the establishment of health insurance exchanges, which 
are currently in operation in every state and the District of Columbia. Exchanges 
provide qualified individuals and small businesses access to private health 
insurance plans. In general, the exchange plans provide comprehensive coverage 
and meet all applicable market reforms specified in the ACA. To make exchange 
coverage more affordable, eligible individuals may receive financial assistance in 
the form of premium tax credits and cost-sharing subsidies. These ACA 
provisions may provide additional options to young adults who age out of foster 
care and/or families who are served by child welfare agencies to access private 
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health insurance. (For more information, see “Selected Private Health Insurance 
Reforms under the AC A.”) 

Children in, or Formerly in, Foster Care 

Children in foster care are children that the state has removed from their homes and placed in 
another setting that provides round-the-clock care (e.g., foster family home, group home, child 
care institution). 5 Placement in foster care means that a judge has determined that the child’s 
removal from his or her home was necessary because the home was “contrary to the welfare” of 
the child and, accordingly, the judge has given responsibility for the child’s “care and placement” 
to the state child welfare agency. 6 The large majority of children enter foster care because of 
neglect or abuse at the hands of their parents. However, in some instances a child’s behavior may 
also be a reason for entry into foster care; this is more often true for older children. 7 

During FY2013, some 641,000 children spent at least one day (24 hours) in foster care and 

238.000 left the system, resulting in more than 402,000 of those children remaining in care on the 
last day of that fiscal year. Although there is variation at the state level, the national foster care 
caseload has generally been in decline for more than a decade. Across the nation, there were 

122.000 fewer children in foster care on the last day of FY2013 as compared to the last day of 
FY2002 (when 524,000 were in care). 8 

Foster care is intended to be a temporary placement for children, and a primary goal of child 
welfare agencies is to expeditiously find a permanent family for them. For most children who 
enter foster care, permanency is achieved through returning to their parents (after services have 
been provided to make this a safe and appropriate permanency home for the child). When 
reunification is not possible or appropriate, however, children must remain in care until a new 
permanent adoptive family, legal guardian, or “fit and willing” relative can be identified. For 
some children, no new permanent family is identified. These children, who leave foster care when 
they reach the state’s age of majority, are said to have “aged out” of care. This typically occurs at 
age 1 8 but may occur a year or more later (usually no later than age 2 1 ) if the state chooses to 
extend foster care custody. 

Of the approximately 238,000 children who left foster care custody during FY2013, most — 
almost six out of every 10 (59%) — returned to their biological parents or went to live with 
another “fit and willing” relative while another 29% (131,000) left care for new permanent homes 



5 For child welfare purposes, child refers to an individual under the age of 18 except in states that choose to extend 
foster care up to age 19, 20, or 21. For Medicaid purposes, the tenn child is not specifically defined in statute, but the 
tenn child generally refers to individuals under the age of 19. However, some of the Medicaid eligibility pathways 
specifically permit states to extend coverage to individuals up to age 19, 20, or 21. Likewise, some Medicaid benefits 
are defined in terms of age. For example, early and periodic, screening, diagnostic and treatment (EPSDT) services are 
limited to most Medicaid beneficiaries under the age of 21. 

6 A few children enter foster care under a “voluntary placement agreement” between their parents and the state child 
welfare agency. In these cases , federal child welfare policy would not require any court involvement in the placement 
until 180 days at least or 12 months at most. 

7 Based on “circumstances of removal” data reported by states via the Adoptions and Foster Care Analysis and 
Reporting System (AFCARS) as of July 21, 2014, and provided to the Congressional Research Service (CRS) by HHS, 
ACF, Administration on Children, Youth and Families (ACYF), Children’s Bureau. 

7 HHS, ACF, ACYF, Children’s Bureau, Trends in Foster Care and Adoption: FFY 2002-FFY 2013, based on foster 
care data reported by states via AFCARS as of July 21, 2014. 
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